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MUTUAL AID FUNDS AS A MEANS OF SECURING 
INDUSTRIAL PEACE 

MILES M. DAWSON 
Consulting Actuary, New York 

TWO things may be said of establishment or mutual aid 
funds to which employees and employers both con- 
tribute and in the management of which both partici- 
pate, viz., they are, as a rule, the most economically and ef- 
fectively managed of all social insurance institutions, and at 
their best they excel all others in beneficial features. 

Both these things are illustrated by what has taken place 
in Germany, where social insurance first became a public mat- 
ter and where it has attained its highest development. There 
the management expense of sickness insurance carried on by 
mutual funds to which employees and employers contribute 
and which are managed by representatives of both averages 
about 7% of the receipts, though the problems are complex; 
while the management expenses of the mutual associations of 
employers to provide accident insurance, though dealing with 
fewer and simpler matters, average about twice as much. 

There, also, the best establishment funds were already so 
beneficial when social insurance laws were enacted, that they 
were accepted as substitutes for institutions established by law ; 
and even now the benefits of many of them greatly exceed 
those provided by the laws. Thus, for instance, while the 
insurance provided by law rarely costs a German employer, 
even when engaged in a hazardous trade, more than about 
6% to 8% of his payroll, many who are not carrying on dan- 
gerous undertakings are voluntarily contributing to various 
forms of social insurance through establishment funds from 
io% to 1 6% of their payrolls. The employees, catching the 
same spirit, provide for larger contributions themselves in or- 
der to secure larger benefits. 

Thus several of these funds, long before the introduction of 
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widows' and orphans' insurance, provided death benefits which 
were also sometimes pensions to widows during widowhood 
and to children under working age. Even now most of these 
funds provide larger benefits than the law requires. It is not 
too much to say that the best establishment funds of a gener- 
ation ago in Germany and elsewhere were largely the in- 
spiration of the whole social insurance movement, and from 
that time to this have supplied its ideals and models for 
imitation. 

The proportions and perfection of these best models social 
insurance, indeed, must despair of attaining; for obviously 
benefits may be provided — are provided, frequently — out of 
sheer generosity which the most enlightened sense of justice 
would not compel. Obviously, also, no other co-operation in 
management is comparable with that of employers co-oper- 
ating upon their own initiative, voluntarily and gladly, with 
their own employees. 

Employees and their employers both do not in all cases con- 
tribute at first to the establishment or relief fund, nor do 
representatives of employees and their employers both partici- 
pate in the management; nor do the benefits measure up to 
what is socially desirable. If any of these be missing, the 
plan may be deemed in so far faulty; and, if all be missing, 
the establishment may be a social mischief or even an engine of 
gross injustice. 

When social insurance was made a public matter in Ger- 
many — as, indeed, everywhere else where it has been made 
a public matter — there were already some such funds which 
measured up to the standard and others which fell below. The 
former were welcomed as carriers under the law; the latter 
were given permission to continue, provided they revised their 
rules and furnished benefits at least equivalent to those that 
the law required. Such as could not or would not comply 
with this requirement were proscribed. All that continued 
had also to provide for joint contributions and joint manage- 
ment. In the United States also there have been and still are 
establishment or mutual aid or relief funds which embody 
the three ideals above mentioned, and others which are defec- 
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tive in one or more of them. In other words, if these standards 
were applied, some would stand the test and some would not. 

Before entering more intimately into consideration of these 
matters as regards our own funds, it is well to say that those 
which have reached their highest development not infrequently 
set out as feeble essays, providing scanty benefits and exhibit- 
ing grave defects as regards both contributions and manage- 
ment. Sometimes, funds which were set going from motives 
far removed from social insurance, have in the course of years 
outgrown this and become institutions of the highest social 
value. Certainly in the absence of public provision for social 
insurance and a recognized standard of benefits, even the feeb- 
lest of these is not to be despised. 

As regards contributions, there have from the beginning 
been aid funds to which the employer contributed not at all 
or only enough to defray expense of management or, under 
cover of a pretense of contributing generally, not even that 
much. An aggravated example of some of these evils is 
found in the mutual aid funds of certain railway companies, 
set up when the sentiment of many employers was rather one 
of annoyance at being held liable for any accident at all than 
of recognition that provision should be made for all accidents. 
These funds were created more or less openly for the purpose 
of evading liability. Provision was made for divesting mem- 
bers of the right to recover except from the fund, thus re- 
lieving the employer from all liability. Yet in several in- 
stances the employing company made no contribution save 
toward management expenses, while reserving such preponder- 
ance of control that its voice was law. The unfairness of shift- 
ing this burden to the shoulders of employees is obvious. Yet 
more unfair have these plans been because of insufficient pro- 
vision. If the hardships to employers of the old " fault " 
liability system excuse in any degree resort to such measures, 
what must have been the hardships of the " fault " system to 
employees who, to escape being compelled to bring suit, con- 
sented to be bound to accept mere pittances? 

In considering what a mutual aid fund should not be, how- 
ever, it is desirable always to bear in mind that in several im- 
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portant regards railroad companies generally have taken a 
more liberal view of their obligations to injured employees 
than have most other employers. The dangerous character 
of the employment, the serious nature of many of the injuries 
and the fact that the employer was a big corporation all con- 
spired to bring it about that first aid was always supplied at 
the earliest moment, that medical and hospital treatment was 
given, and that if the employee were not too obstreperous in 
enforcing his claim, a post which he could fill was offered 
him, virtually during good behavior. This practice meant 
prompt application of means of cure, in which regard most of 
our compensation laws are scarcely more than abreast of the 
railroads. Yet more, it meant provision for utilizing the services 
of men who would often otherwise have become wastrels, a 
matter regarding which our compensation laws, imperfectly 
social, now do little or nothing. There is as yet no federal 
workmen's compensation law applying to interstate railway 
employees. It is to be hoped that, when one shall be enacted, 
it may preserve and develop this most desirable feature. 

The unfairness of saddling all or nearly all the cost upon 
employees and of making benefits altogether insufficient is 
not found in all railway funds, some of which exhibit an ap- 
proximately fair distribution of disability and death costs, and 
substantial, though yet too low, benefits. 

There are other enterprises, likewise, notably some mines 
and some traction companies, which sought in the same way 
to shift this burden upon employees. Workmen's compensa- 
tion acts have greatly modified this condition, as has a grow- 
ing tendency to be more liberal; yet many of the evils com- 
plained of still persist, though much reduced. 

It is a relief to turn from a thing so sordid as the utilization 
of the employees' great need for disability and death insurance 
as a means of coercing them into providing the funds to cover 
the employer's liability, to the generous behavior of one of the 
greatest public utility corporations, which has introduced a 
system, without contribution by the employees, by means of 
which health insurance and provision for old age and for death 
are made wholly at the expense of the employers. 



MUTUAL AID FUNDS I49 

Generous as this plan is and creditable to the great heart 
of the corporation chief who conceived it, it is true nevertheless 
that it fails to come up to the standards in other particulars as 
well as in the matter of joint contributions. There is not — 
indeed, when employees are not interested as contributors, there 
cannot be, in any efficient sense — joint management; and the 
benefits are inadequate, both as to amounts and as to form and 
duration of payments. They need to be supplemented by such 
additions as reasonable contributions by employees would sup- 
ply. In other words, the employer's contributions, while 
liberal, are perhaps not larger than they ought to be in a fund 
of standard type; and, by failing to require employees to con- 
tribute, the employer is really not more generous than he 
ought to be, merely more indulgent. In order to provide ample 
benefits of the right sort, the contributions of employees, which 
he does not call for, are urgently needed. 

The effect of attaching free benefits to employment should 
also be considered. It is quasi-eleemosynary and therefore 
demoralizing. If it takes the place of increased wages, it is 
really a system of contribution by employees. In any case, 
the employee is encouraged to feel, when passing into other 
employment, that he ought not to be compelled to provide that 
which was accorded him without charge. His viewpoint, also, 
is transformed. This is not a fund, largely built up from con- 
tributions of himself and his fellows, to conserve and protect 
which from unfair invasion is his duty, but merely money 
open to him upon express invitation to help himself and 
not diminished so as to call for his contribution, whatever 
inroads he and his fellows make upon it. Effective super- 
vision of benefits may abate these depredations; but, if 
so, it will be expensive; it will in no wise alter the em- 
ployees' point of view; and, to be effective, it will introduce 
espionage and harsh treatment, strangely out of harmony with 
the generous plan. Precisely such safeguards have perforce 
been adopted by organized charities and for the same reason, 
viz., that free benefits are something for nothing and tend to 
pauperize, — i. e., to cause men to set their wits to planning to 
get the free benefits. 
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Though a reasonable, substantial contribution should be re- 
quired from employees, there is room, without incurring such 
evils as these, for great liberality on the part of employers, of 
which there are many instances in this country and abroad. 
What this reasonable contribution should be, at the minimum, 
is a matter for careful consideration. Theoretically it is easily 
determined; that portion of death and disability costs which 
would fall upon the employee, were he engaged in an inde- 
pendent vocation, such as that of clergyman, merchant or 
lawyer, may fairly be borne by himself. The additional costs 
superadded by the hazards of occupation and of unhygienic 
environment attending men so engaged, are essentially social 
and an element of the cost of production and of distribution, 
and so should be assumed by the employer as a means of pass- 
ing the same on to the consumer, though it is better, perhaps, 
that a part be transferred to the state, to the end that there may 
be public assistance in supervision and in prevention. Even 
in the absence of this, the co-operation of the employer and his 
employees in the management will do much for prevention. 

That much can be accomplished even in the last-mentioned 
regard is shown by the fact that in a period during which 
social insurance was introduced, the average lifetime of Ger- 
man men increased no less than twelve years. Anything like 
that number of years saved in the productive ages tremend- 
ously augments the effectiveness of a people in industry and 
the average comfort and prosperity of its families. 

We have not much upon which to base a calculation of what 
the minimum contribution of employees should be. Two fig- 
ures, derived from federal government sources, may be of some 
service, however, as regards sickness. One is derived from 
statistics regarding absence of clerks in the government de- 
partments on sick leave, which is found to average 4.8 days 
per annum. The other is an estimate by the federal industrial 
commission that workmen on the average lose 9 days per annum 
through disability. These figures are not conclusive, but so 
far as they go, they imply that about 4.5 days per annum or 
about iJ-2% of the average working time of 300 days would 
be the rate of disability, free of industrial hazards. 
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As the standard rate of benefits ordinarily given is two- 
thirds wages, the rate of cost of benefits for disabilities not 
due directly or indirectly to occupation works out at about 
1% per annum upon the wages. This figure is approximate 
merely but that it is not far from the fact is confirmed by 
many considerations, among which are the following: The 
net cost of the single indemnity disability benefits in a health 
insurance policy issued in preferred occupations is figured at 
somewhat under $4 per annum for a $5 weekly benefit, pay- 
able for disability due to sickness or accident. The com- 
panies do not publish their experience; but as a $5 benefit is 
two-thirds of $7.50 per week, or say $350 a year for a 300-day 
working year, evidently a cost of under $4 a year works out 
at about 1.15%. The three days off would reduce this below 
1%. In computing probable costs for employers who were 
considering establishing or extending mutual aid plans, our 
office has arrived at figures ranging from under six days dis- 
ability per annum to over twelve days. By the standards used, 
certainly not less than 50% extra disability (or one-third of the 
whole) even in the most favorable cases, would have been 
traceable, directly or indirectly, to occupations. This mini- 
mum figure, i. e., 50% extra disability due directly or in- 
directly to occupation, would apply to the sickness experience 
tables, prepared by us and appended to this paper. Such 
tables, however, do not provide for the portion of periods of 
disability extending beyond 39 weeks. 

Assuming that the nine days disability per annum among 
American workmen reported by the federal industrial com- 
mission can be relied upon as an approximate average, half 
this cost on the average should be defrayed by the employee — 
say 1% of his wages. 

The mortality rate at age 40 (which may perhaps be taken 
as roughly the effective average age of workmen) among lives 
not exposed to special occupation hazards was found in the 
medico-actuarial investigation to be about 6 per 1000 per 
annum. This is what is known as the " ultimate " rate, i. e., 
omitting lives which have recently passed medical examin- 
ations. To provide a funeral benefit of $100 at this rate 
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would cost 60 cents per annum. The average earnings of 
American wage and small salary (under $1200 per annum) 
workers may be taken at $750 per annum, upon which this 
cost per annum is 8/100 of 1 %. 

In investigating costs for employers who desired to establish 
or enlarge mutual aid funds, however, our office has found 
the effective average age of the employees to range from 26 
years to 48 years, calling for very different percentages than 
the foregoing. 

Applying the standard benefits to dependents, about the 
same as under the New York compensation law, to the case 
of a male employee with a $15 weekly salary, it is esti- 
mated that the average present value of these benefits at 
the moment of his death is 3.6 times his average annual earn- 
ings of $750 per annum, i. e., for an employee earning that 
amount, $2700 on the average. This, at an average annual 
mortality rate of 6 per 1000, i. e., the rate upon lives of average 
effective age 40, not subject to occupation hazard, would cost 
$16.20 a year, or 2.16% of the annual wages. 

Assembling these percentages, we have a total cost of the 
standard benefits without allowing for occupational effects : 

Per cent of wages 
Cost in safe occupations of disability benefits, two- 
thirds wages from 4th day throughout disability 0100 

Funeral benefits 0008 

Provision for dependents .0216 

Total 0324 

All the foregoing figures embrace accident, as well as sick- 
ness or disease; but, as it is assumed that in these occupations 
there are virtually no accident or other disability hazards 
due, directly or indirectly, to the occupation, these figures 
stand. 

That they are approximate, however, and, even as regards 
an annual average for white employees, are subject to many 
changes and corrections, must be taken into account, as also 
very particularly that, as regards any given group, such as 
the employees of a given employer, material changes may 
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be required on account of age distribution, race or color or all 
of these together. Except in a state or national compulsory 
system, the general figure, even though it be confirmed by 
further investigation, cannot be taken without qualification. 
Investigation is necessary in each case if the employer and his 
employees would avoid disappointment as to costs and con- 
sequent danger to the fund; because costs vary greatly. 

Yet such studies are valuable chiefly to ascertain the prob- 
able total costs; and no great harm could result, were the con- 
tribution of employees to funds supplying these benefits made, 
say, two to three per cent in every case, the employer covering 
the excess. This would merely have the effect, so far as em- 
ployees' contributions go, of averaging the portion of the cost 
properly chargeable to them, and so far as employers' con- 
tributions go, of causing them to cover the cost in their plants 
over and above such average cost, instead of over and above 
a lower or higher net figure, due to age distribution of em- 
ployees. A lower figure is pure generosity on the part of the 
employer; it is often given. 

A state or national compulsory system it seems clear would 
work out better on this basis than on any other method yet 
employed, for these reasons : 

1. It would make employees' contributions the same every- 
where, without regard to fund in which insured, to occupa- 
tion or employment — a simple, easily understood scheme. 

2. It would prevent mere jockeying of employers to get a 
higher rate imposed upon employees. 

3. It should turn the attention of employers exclusively, or 
very nearly so, to plans of prevention and of early cure to 
keep down the additional cost. 

Power could be given to a supervisory authority to penalize 
if the employer seeks by unsocial means, such as repeated 
medical selection, deliberate exclusion of married employees, 
etc., to keep down the cost. Such penalty could even go the 
length of withdrawal of establishment-fund privilege, and of 
right to individual consideration as to rates in the public fund. 

As regards establishment or mutual aid funds, operated 
voluntarily by employers in the absence of a compulsory law, 
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whether contribution be required at this approximate average 
rate, at a lower or a higher rate determined by age distribu- 
tion, or at a lower rate than the rate so determined, it is 
sufficient to assure all the advantages of contribution by em- 
ployees and their participation in the management, provided 
their contribution is a substantial one, say not less than 1% of 
wages or salaries. This will assure that sense of participation, 
that feeling of actually securing something by paying for it, 
which is so necessary in order to preserve a correct viewpoint 
for self-respecting workmen and other employees, and in or- 
der to cause them to co-operate with the employer in the 
management of a fund which is jointly contributed by em- 
ployees and employer, and in the successful management of 
which both are interested. 

Several questions ought to be asked and answered : 

1. Are there establishment or mutual aid funds in the United 
States, which approximate these standards? 

The answer is that there are, in successful operation, both 
in enterprises with many thousand employees, such as the 
Westinghouse Companies of East Pittsburgh and of Wilmerd- 
ing, Pa., and others with a small number of employees, such as 
F. C. Huyck & Sons of Albany, New York. Also in certain 
railway, traction and mercantile funds, these standards have 
been approached. 

2. Is it found that a large proportion of the employees con- 
tribute and participate in the fund? 

The experience is, among such funds with which our office 
is in touch, that from 80% to 100% have come in and that, un- 
less there is a miscarriage somewhere, the proportion increases. 

3. Do the employees actively and effectively participate in 
the management? 

In the funds referred to, it is virtually unanimously testified 
by representatives of employers on the joint boards that the 
employees' representatives are severer in cases of apparent 
simulation or malingering than they themselves have been. 
This is doubtless because the employees' representatives are 
of the same class and understand the temptations and weak- 
nesses of its members. 
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4. Is it not a great hardship to employees who have con- 
tributed, to be deprived of their insurance when discharged 
or otherwise quitting the employment? 

The employee has received full value for all he has 
paid and very much more, on a fair contribution plan. 
Undoubtedly it is unfortunate that there is no compulsory 
public provision, so that, at the same cost or in any case at a 
fair cost, the employee would be insured, whatever changes 
in employment he may make. But, there being no such pro- 
vision, it is unreasonable to complain of the fairminded em- 
ployer who makes this provision for his employees. He can- 
not be expected to make or to continue such provision for 
the employees of others or indeed for any persons not his 
employees. 

5. Why cannot the employee be permitted to keep up his 
membership, after quitting his employment or being dis- 
charged, by paying the whole cost? 

The employee has, as stated, received more than full value al- 
ready. To permit this would put the employer at an unfair 
advantage; for all who were old or in bad health, or at least 
most of them, would hang on. The scheme would be likely 
to break down through adverse selection. 

6. Why cannot the contributing employee have his money 
back (less any benefits he has drawn) upon his discharge or 
quitting the service? 

That would not be insurance but merely saving money. A 
well-planned fund collects from workmen no more than the 
average current net cost, from year to year, for the protection 
furnished them, as if they were as safe risks as those in non- 
hazardous occupations; nothing remains of their contribu- 
tions to be returned. They will already have had more than 
value for their money; a good part of the cost will already 
have been paid out of the employer's contributions. This 
will not be true, however, if (a) contributions to a fund to 
provide old age annuities have been collected from employees, 
(b) such contributions have been collected to provide life in- 
surance on level-premium plans with accumulating reserves, 
or (c) such contributions, graduated according to age, have 
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been collected to provide sickness insurance on the level- 
premium plan. In such case there should be a partial refund. 

7. Why cannot the discharged or withdrawing employee 
have his " share in the funds " ? 

Except in the cases just mentioned all the funds on hand 
and much more will have been contributed by the employer. 
Moreover, the terms upon which contributions are made are 
that they are not returnable. Neither the contract nor the 
equities call for the return of any portion; and, if the rates 
have been correctly computed, all these funds will be needed. 

8. Are not employees often virtually compelled to join? 
If so, ought this to be? 

The purpose of an employer in providing these standard 
benefits through such a fund, especially when coupled, as is 
usually the case, with service pensions, is to assure that neither 
an employee nor the dependent of an employee shall come to 
bitter want through the employee's disability, old age or death. 
If some employees do not come in, he can realize this only 
measurably; there will still be disabled employees and their 
families and the dependents of deceased employees in bitter 
want, through the folly of such employees. The writer of 
this paper favors compulsory social insurance, and until such 
is secured would gladly see employers make membership in a 
mutual aid fund compulsory. The nearest approach to com- 
pulsion nowadays is usually the giving of preference in dis- 
missing and taking on employees, other things being equal, to 
those who are or consent to become contributors to the fund. 
As high as 100% of the employees have been secured at the 
outset, by the seductive compulsion of benefits about up to the 
standard, with the employees' contribution at 1 % of wages and 
with liberal service pensions to which they did not contribute. 
Very often employees are encouraged to come in by being ad- 
mitted to the right to service pensions without contributing 
to these pensions. 

9. Do not establishment and mutual aid funds often inter- 
fere with disability and death funds maintained by employees' 
unions ? 

As a rule the disability and death funds of the trade unions 
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do not furnish anything like adequate provision. Their sick- 
ness benefits are low and are paid only for brief periods; their 
death benefits are small and are payable in one sum. Em- 
ployees belonging to the union commonly keep them up with- 
out regard to membership in mutual aid funds. Instance 
the railroad brotherhoods, all of which have flourishing benefit 
funds and all of which operate on roads where there are aid 
funds. 

10. Do not establishment funds encourage employees to 
refuse to join trades unions? 

Aside from any overt or covert interference of the employer 
so to use the aid fund, it is not clear why it should do so, if 
the employee wishes to be a union man. To be sure, he may 
offer that as an excuse if he does not want to join; or, if all he 
wants is the protection of the insurance, he may not join be- 
cause he has that protection. But a union man who belongs 
only for the insurance benefits is a poor stick and really no 
union man at all. 

1 1 . Do not employers often use such funds to prevent em- 
ployees joining or belonging to a union ? 

No, not often. It has been tried, not once only nor many 
times, but several times. The coal-mine proprietors of Great 
Britain tried it on a big scale and were beaten. One of my 
clients once tried it, upon the sudden order of an overworked, 
absentee president, soon to disappear under a cloud, and it 
failed. In both cases, it did great injury to the aid fund; the 
unions emerged the stronger for the struggle. Some funds 
were established to head off unions. This was true of one 
of the great railway company funds, organized after defeat- 
ing a strike; the unions have been back for years, the fund 
also persisting. 

12. Do not establishment funds operate to restrain em- 
ployees from demanding their rights and striking to enforce 
them? 

Undoubtedly some employers have established such funds 
with this expectation; their expectation, however, has never 
been justified by the result. The rights about which em- 
ployees go on strike are usually hours of labor, conditions of 
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labor, and wages. It is too much to expect that employees who 
consider that they have serious grievances of this sort will 
fail to assert their rights because of any fund, however liberally 
conceived and carried out. 

The chief officer of a corporation once consulted our office 
concerning establishing a fund with that end in view. He 
was persuaded that such a result could not be expected, and 
that the fund was desirable on other and better grounds. It 
was established. The strike came a year or so later. The 
fund was popular with the men up to the time of the strike, 
with the strike-breakers during the strike, and with the men 
when they returned; and no effort was made to use it to 
prevent the strike. 

It may fairly be claimed as a merit of the establishment 
fund that it discourages strikes in two ways : 

First, it discourages striking on trivial grounds, not because 
the fund is used as a club, but because to quit so desirable an 
employment and to lose so desirable protection on trivial 
grounds is manifestly a foolish thing. Responsible officers of 
labor unions have reason to be relieved from a great anxiety 
when there is such a restraint upon a propensity sometimes 
exhibited to strike in season and out of season, for any reason 
and for no reason. 

Second, the participation of representatives of the employer 
and of the employees in the management of the fund has ac- 
customed them to confer together concerning matters of mutual 
interest, to know one another and usually to trust one another. 
Consequently, when issues arise, the door is likely to be open 
for conference, rather good-natured than otherwise, even if 
without result, instead of the usual atmosphere of aloofness, 
suspicion, distrust and mutual misunderstanding. Of course, 
this makes for industrial peace, for it enables the issues to be 
thought out, talked out, even fought out, without rancor. And 
even when the strike comes, it may and should keep the door 
open for continued or repeated negotiations. 

This means not less, but greater, real efficiency of trade 
unions. The committee of the British Trades Union Congress 
so reported regarding German trade unions which have so 
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thrived in comparative industrial peace, largely because rep- 
resentatives of employees and of employers are accustomed to 
deal together in the social insurance system. 

13. Is not membership in establishment funds utilized to 
break strikes by causing employees to return to work, or former 
employees now on pension to act as strike-breakers? 

The latter has been tried in Canada, and there were rumors 
that it would be attempted here, had the threatened eight- 
hour strike come off. These pensions should vest absolutely, 
subject possibly to divesting in case the pensioner engages in 
employment detrimental to the interests of the employer, but 
not in case he does not obey orders. So to use it is not credit- 
able to the employer and also greatly reduces the value and 
attractiveness of the pension system; but it has little influence 
upon a strike. 

Complaint is also sometimes made that notice is given that 
strikers forfeit their membership; but that is really a mere 
statement of fact, already known to them, and ought not to 
matter much. There are also instances of employers notifying 
the strikers that all who report for work at a certain hour 
will be re-admitted to the fund without examination, otherwise 
not But there comes always in every strike, if unsuccessful, 
a time after which such a rule would be enforced ; and such a 
notice is of no avail, unless the strike is already beaten. 

14. May not employees or their dependents be deprived 
of their pensions or benefits, even after they have been granted? 

Reference has been made already to unfair cancellation of 
pension ; to avoid this, it should vest and that is now the rule. 
There have also been instances when the insolvency or even 
the mere retirement from business of the employer, though 
perfectly solvent, cut off the pensions and benefits. This should 
be rendered as nearly impossible as may be, by proper rules 
vesting the same and providing for their maintenance. 

This may be done by establishing an ample and solvent trust 
fund, by pledging the entire credit and resources of the em- 
ployer, by doing both, or by insuring the benefits in a respon- 
sible insurance company. There are objections to each. No 
one of them necessarily assures solvency beyond a peradven- 
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ture as a well -planned compulsory public system would do; for 
a fund can become insolvent, an employer can fail and an in- 
surance company also can fail. An adequate trust fund to pro- 
vide at least the present values of all benefits and pensions 
allowed, together with the employer's guaranty, is perhaps 
the best. 

1 6. Might not the provision be made to advantage by means 
of insurance in a casualty insurance company or a life insur- 
ance company? 

There is always the disadvantage that the co-operation of 
representatives of employees and their employer in the man- 
agement is either entirely missing or greatly impaired; and 
also the further disadvantage that strangers are brought be- 
tween the employer and claimant-employees. 

The benefits also are usually nowhere near up to the stand- 
ard. The disability benefits are likely to be smaller and 
limited to brief periods, and their payment to be subject to 
severe and numerous conditions. The death benefits are usu- 
ally small and not in the form of provision for dependents 
during dependency. The cost, in proportion to the value of 
the benefits, is also usually much higher; for there are special 
expenses and profits to be provided for. 

There has been an extensive resort to insurance in stock com- 
panies in recent years, since " group insurance " was intro- 
duced; but it has been almost wholly by employers who had 
previously had no aid funds in operation. It has usually also 
been wholly at the expense of the employer; and sometimes 
simply a single " flyer," by way of a Christmas gift or the like. 
This, of course, negatives the idea of joint participation in the 
management. 

Collective accident insurance was tried, beginning more than 
forty years ago, and found to be little in demand ; collective, 
i. e., contributory group insurance is hardly likely to prove 
more acceptable, whether covering disability or death. Group 
insurance is perhaps far more likely to be a forerunner of so- 
cial insurance than to prove a permanent feature. There are, 
however, cases in which its use is fully justified, and even 
called for, under existing conditions. 
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The following table, 


prepared by our office, shows the aver- 


age sickness experience, 


*. e., days lost 


by disability, in the aid 


funds of the Westinghouse Electric and Manufacturing Com- 


pany and the Westingh 


ouse Air-Brake 


Company, respectively. 


It is the first American table of this sort based upon actual 


insurance experience. 






Age 


Electric Co. 


Air Brake Co. 


JS 


7.82 


6.24 


16 


7.66 


6.49 


17 


7-5° 


6.47 


18 


7-34 


6.24 


19 


7.18 


5-98 


20 


7.02 


5-67 


21 


6.86 


5-40 


22 


6.70 


5-21 


23 


6-54 


5-u 


24 


6-39 


5-ti 


35 


6.24 


5- 19 


26 


6.09 


5-31 


27 


5-9S 


5-47 


28 


5-8l 


5-6o 


29 


568 


5-73 


30 


5.56 


5-88 


31 


5.46 


6.03 


32 


5-53 


6.17 


33 


563 


6.30 


34 


5-74 


6.40 


35 


5-88 


6.47 


36 


6.03 


6.53 


37 


6.17 


6.59 


38 


6.30 


6.65 


39 


640 


6.71 


40 


6.47 


6.76 


41 


6-53 


6.82 


42 


6.58 


6.89 


43 


6.65 


7.00 


44 


6.70 


7.14 


45 


6.87 


7-31 


46 


7.07 


7-51 


47 


7-31 


7.76 


48 


7.60 


8.05 


49 


7-95 


8-37 


50 


837 


8.72 


Si 


8.87 


914 


52 


9-47 


9-71 


53 


10.21 


10.50 


54 


III5 


It. 41 


55 


I2.38 


M.50 



